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RETIREMENT AND PENSION COMMITTEE

2003 ANNUAL REPORT

TO THE PERMANENT COUNCIL OF THE

ORGANIZATION OF AMERICAN STATES
INTRODUCTION
The Retirement and Pension Committee has the honor to present to the Permanent Council of the Organization of American States (OAS) the annual report for the period January 1 - December 31, 2003.

The Retirement and Pension Fund of the Organization of American States is administered by the Retirement and Pension Committee; constituted by the following members:

Principal Representatives
Amb.
Michael Ian King, Permanent Representative of Barbados, Chairman, appointed by the Permanent Council

Mr.
Raul Sanguinetti, appointed by the Secretary General

Mr.
Oscar Harasic, elected by the participants

Alternate Representatives

Mrs. Margarita Riva-Geoghegan, Alternate Representative of the United States, Vice Chair, appointed by the Permanent Council

Mrs.
Cristina Tomassoni, appointed by the Secretary General

Mr.
Daniel Vilariño, elected by the participants (until December 29, 2003)

Secretary-Treasurer

Mr.
Eloy R. Mestre (until December 29, 2003)

Mr. 
Daniel Vilariño (since December 30, 2003)

I.  SUMMARY OF ACTIVITIES

The Retirement and Pension Committee held 7 meetings in 2003.  During this period, the Committee’s work was directed, on the one hand, to deal with recurrent activities necessary for the operation of the Retirement and Pension Fund, such as approval of the annual budget, granting of retirement requests, accreditation of interest to participants’ accounts and the ongoing evaluation of the investment policy, an activity to which the Committee assigns the highest priority.  On the other hand, the Committee addressed specific matters related to the continuous improvement of the Fund.

II.  PARTICIPANTS
Staff members of the General Secretariat of the OAS are required to join the Retirement and Pension Plan or the Provident Plan, depending on contract length and nature, as a condition of employment.  In addition, under special agreements, employees of other agencies of the inter-American system may also participate in these Plans.  The following agencies are current (active) participants:  the Inter-American Institute for Cooperation on Agriculture (IICA), the Inter-American Defense Board (IADB), and the Inter-American Court of Human Rights (ICHR).
Provident Plan
The Provident Plan is a contributory savings plan established for the benefit of employees under short-term contracts.  Compulsory contributions by the employer and the participant are made in equal amounts, and participants are fully vested at all times on their respective balances in the Plan.

Fluctuations in the number of participants in this Plan, shown by the following table, reflect, in some measure, fluctuations in short-term contracting by the General Secretariat, and affiliated institutions.

Participants
	INSTITUTION

	2003
	%
	2002
	%
	2001
	%

	General Secretariat of the OAS
	
12
	
34
	
14
	38
	
25
	60

	Other agencies:
	
	66
	
	62
	
	40

	IICA
	
23
	
	
19
	
	
13
	

	IADB
	
-
	
	
4
	
	
  4
	

	ICHR
	
-
	
	
-
	
	
-
	

	T O T A L S
	
35
	
100
	
37
	
100
	
42
	
100


Retirement and Pension Plan
The Plan is a contributory retirement plan maintained for the benefit of staff members of the Organization of American States with contracts of one year or more, and the staff of other affiliated agencies. Compulsory contributions are shared 2/3 by the institution and 1/3 by the staff member.

Participants

	INSTITUTION
	2003

	%
	2002
	%
	2001
	%

	General Secretariat of the OAS
	
549
	
87
	
558
	
85
	
528
	
83

	Other agencies:
	
	
13
	
	
15
	
	
17

	  IICA
	
70
	
	
82
	
	
93
	

	  IADB
	
6
	
	
11
	
	
11
	

	  ICHR
	
7
	
	
7
	
	
8
	

	T O T A L S
	
632
	
100
	
658
	
100
	
640
	
100


The next table shows total separations classified by sponsoring institutions as well as by their respective nature.  There were 70 separations in 2003.  The corresponding numbers for 2002 and 2001 were 53 and 50 respectively.

	
	TOTAL
	GENERAL SECRETARIAT OAS
	OTHER AGENCIES

	Separations
	2003
	2002
	2001
	2003
	2002
	2001
	2003
	2002
	2001

	1. Retirements


	18
	18
	16
	15
	14
	12
	3
	 4
	 4

	
Compulsory
	7
	11
	 3
	7
	 7
	 3
	0
	 4
	 0

	
Early
	4
	 2
	 6
	3
	 2
	 4
	1
	 0
	 2

	
Voluntary
	7
	 5
	 7
	5
	5
	 5
	2
	 0
	 2

	
Disability
	0
	 0
	 0
	0
	 0
	 0
	0
	 0
	 0

	2. Settlements


	52
	35
	33
	34
	19
	24
	18
	16
	 9

	
Separations
	33
	20
	15
	21
	12
	10
	12
	 8
	 5

	
Abolition of posts
	4
	 4
	 4
	2
	 4
	 0
	2
	 0
	 4

	
Article 54.f, 57.g 

	4
	 4
	 2
	4
	 4
	 2
	0
	 0
	 0

	
Age
	1
	 4
	 0
	1
	 1
	 0
	0
	 3
	 0

	
Expiration of contracts
	20
	 8
	 6
	10
	 3
	 5
	10
	 5
	 1

	
Other
	4
	 0
	 3
	4
	 0
	 3
	0
	 0
	 0

	
Resignations
	19
	15
	18
	13
	 7
	14
	6
	 8
	 4

	
Deaths
	0
	0
	1
	0
	0
	1
	0
	 0
	 0

	T O T A L S


	70
	53
	50
	49
	33
	37
	21
	20
	13


The number of pensioners as of December 31, 2003 was 148.  Of those, 116 were  participants in the Plan and 32 were beneficiaries of participants.  At the end of the calendar years 2001 and 2002, the number of pensioners was 141 and 147 respectively.

The following table provides a breakdown of the 632 participating population, as of December 31, 2003, by age and length of participation. The breakdown provides an idea of the composition of the group, as well as of the future commitments of the Plan.

GROUPS BY AGE

	Years of 

Participation


	Up to 30
	From 31 to 40
	From 41 to 50
	From 51 to 55
	From 56 to 60
	61 or more
	Total

	Up to 5 years
	36
	64
	39
	17
	8
	4
	168

	From  5 to 10 years
	1
	43
	64
	21
	16
	14
	159

	From 10 to 15 years
	-
	11
	23
	16
	21
	20
	91

	From 15 to 20 years
	-
	2
	14
	23
	21
	7
	67

	From 20 to 25 years
	-
	-
	5
	14
	24
	19
	62

	More than 25
	-
	-
	2
	8
	35
	40
	85

	T O T A L S

	37
	120
	147
	99
	125
	104
	632


III.  INVESTMENTS
Administration
The investment portfolio during 2003 was under the management of State Street Global Advisors of Boston, Northern Trust Company of Chicago, Barclays Global Investors of San Francisco,  Deutsche Asset Management of Boston, Lord, Abbett & Co. of Jersey City and Graham, Mayo, Van Otterloo & Co. LLC (GMO) of Boston.  The administration was carried out within the investment policy guidelines established by the Retirement and Pension Committee.  In addition, the Fund maintains an account with Merrill Lynch International Bank to pay recurrent obligations.  The Committee also retains the firm Mellon Consultants (Pension Fund Services) as investment advisors. 

State Street Global Advisors managed the large cap domestic stock and long-bond portfolios.  Northern Trust Company managed the short-intermediate domestic bond portfolio and served as custodian for most of the Fund’s securities.  Barclays Global Investors served as manager and custodian of the international equity index portfolio.  Lord, Abbett & Co. managed the small cap domestic equity portfolio.  Deutsche Asset Management managed the Pyramid Core Plus Fixed Income Fund.  GMO served as manager and custodian of the international equity active portfolio. Finally, Mellon Consultants assisted the Secretariat in the monitoring of the investment managers to assure compliance with the Committee’s established policies by presenting to the Committee quarterly reports.

As of December 31, 2003 the total assets of the Fund and their distribution are shown in the following table
:

	Domestic stocks
	
$137,279,069
	
46%

	Fixed Income (bonds)
	
99,680,601
	
34%

	International stocks
	
53,476,937
	
18%

	Cash and cash equivalents

	
5,068,664
	
2%

	T O T A L S
	
$295,505,271
	
100%


Return on investment
The Fund’s investments annual rate of return was 21.6% in 2003 as equity markets around the world continue to recover and interest rates remained low.

The figures below show the investment earnings of the Fund by source:

	SOURCE OF EARNINGS
	2003
	2002
	2001



	Net capital gains (loss)
	
$53,227,998
	
$(33,667,287)
	
$(35,275,994)

	
Realized
	
5,539,378
	
77,547
	
2,533,947

	
Unrealized
	
47,688,620
	
(33,648,932)
	
(36,912,259)

	
Others net loss
	
	
(95,902)
	
(897,682)

	Dividends

	
-
	
-
	
-

	Interest
	
1,390,068
	
6,289,721
	
8,378,038

	
Bonds and short-term investments
	
1,390,068
	
6,289,721
	
8,378,038

	T O T A L S
	
$54,618,066
	
$(27,377,566)
	
$(26,897,956)


Historic rates of return
(Percent)

The table below shows the rates of return for the past 10 years of the Fund's investment portfolio as a whole, as well as for the various portfolios.  The annualized rate of return has been 8.22% or basically in line with long-term expectations, but also subject, due to its own nature, to fluctuations that are managed by diversifying the Fund's investments.  Also, as the table shows, the volatility in the investment returns is the result of the investment in bonds and stocks, but these investments are necessary to meet the Fund’s future obligations.

	PERIOD
	TOTAL

PORTFOLIO
	U.S. STOCK

PORTFOLIO
	INTERNATIONAL

STOCK

PORTFOLIO
	BOND

PORTFOLIO
	CASH PORTFOLIO

	01-12/94
	
0.67
	
 1.38
	
4.60
	
  2.59
	4.12

	01-12/95
	
26.36
	
37.86
	
15.16
	
18.83
	5.90

	01-12/96
	
13.14
	
23.83
	
12.25
	
3.10
	7.71

	01-12/97
	
18.62
	
31.78
	
6.76
	
9.71
	7.41

	01-12/98
	
15.72
	
25.45
	
22.49
	
8.38
	4.91

	01-12/99
	
13.41
	
18.67
	
25.52
	
0.45
	4.10

	01-12/00
	
-4.21
	
-10.21
	
-13.81
	
10.57
	5.23

	01-12/01
	
-7.54
	
-13.86
	
-21.20
	
7.38
	3.17

	01-12/02
	
-8.77
	
-21.07
	
-15.69
	
9.75
	0.98

	01-12-03
	
21.67
	
31.68

	
38.57
	
4.22
	
0.42

	Annualized (10 years)

	01/94-12/03
	8.22


	10.31
	5.84
	6.83
	4.40


IV.  FUND RESOURCES
Income
The Fund derives its income from the contributions made by the participants and their sponsoring institutions, as well as from the returns on the Fund's investments.  The income of the Fund by source for the past 3 years is presented below.

	
	2003
	2002
	2001

	Investment Income
	
$54,618,066
	$(27,377,566)
	$(26,897,956)

	Participants contributions

	
4,033,175
	
3,810,198
	
3,754,793

	Institucional contributions6
	
8,066,345
	
7,617,370
	
7,454,508

	Participant payments for purchase of years of participation
	
527,722
	
1,341,984
	
-

	T O T A L E S 
	
$67,245,308
	
$(14,608,014)
	$(15,688,655)


Disbursements
The disbursements from the Fund are for pension payments, settlements resulting from other separations, and the operational costs of the Fund, which include those connected with the Fund’s investments.  The table below shows the disbursements for the past three years:

	
	2003


	2002


	2001



	Pensions
	
$4,696,558
	
$4,375,567
	
$4,008,348

	Separations7
	
33,681,674
	
32,600,011
	
28,884,896

	Operational costs
	
1,068,706
	
1,150,199
	
1,207,677

	T O T A L S 
	
$39,446,938
	
$38,125,777
	
$34,100,921


It is important to point out that the total of operational costs -including the office of the Secretary-Treasurer and investment expenses- were in 2003 only .37% of the total portfolio of the Fund.

As a result of the income received and the disbursements made by the Fund, particularly those associated with separations, the resources of the Fund for 2003 show the following changes:

	
	2003



	NET ASSET VALUE AS OF 12/31/02


	
$267,364,543

	Contributions and investment income
	
67,245,308

	Disbursements
	
(39,446,938)

	Sub-total
	
295,162,913

	Interest credited to the accounts in the Provident Plan
	
(11,394)

	NET ASSET VALUE AS OF 12/31/03
	
$295,151,519


V.  STATUS OF RESERVES
Two types of reserves are kept by the Fund, based on the recommendations of the actuaries.

1.
Reserve for Annuities

This reserve is established to cover the future payment of the pensioners and their qualifying survivors.  Its level is revised and recalculated by Mellon Consultants Actuaries every two years, at the same time that the in-depth actuarial valuation of the Fund is carried out by said firm.


The adequate level determined by the actuaries for this reserve, as of December 31, 2003, was $50,487,000.

2.
General Reserve
This reserve is established with the objective of covering the non-discretionary liabilities of the Fund operation, including the minimum interest rate accreditation to participant accounts, portfolio and Plan administration, and accreditation to the Reserve for Annuities as determined by the actuaries.  As a general rule, the long-term objective is to maintain a level of General Reserves sufficient to cover the above liabilities independently of the Fund’s Investments Return.

VI.  FINANCIAL STATEMENTS AND REPORT

OF INDEPENDENT AUDITORS
The financial statements for 2003 and the report of Ernst & Young LLP, the firm that audited them, appear in the appendix to this report.

VII.  SIGNATURES
Chairman of the

Retirement and Pension Committee


Representative
Representative

of the Secretary General
of the Participants

Secretary-Treasurer

A P P E N D I X

FINANCIAL STATEMENTS AND

REPORT OF INDEPENDENT AUDITORS
RETIREMENT AND PENSION FUND

OF THE GENERAL SECRETARIAT

OF THE ORGANIZATION OF AMERICAN STATES

FINANCIAL STATEMENTS
YEARS ENDING

ON DECEMBER 31, 2003 AND 2002

REPORT OF THE INDEPENDENT AUDITORS
ORGANIZATION OF AMERICAN STATES
RETIREMENT AND PENSION FUND

STATEMENTS OF NET ASSETS 

AVAILABLE FOR PARTICIPANT BENEFITS

	
	Years ended December 31,


2003
2002

	ASSETS
	
	

	Investments at market value:
	
	

	Short-Term Investments
	
$5,068,663
	
$29,596,802

	U.S. Government Obligations
	
12,896,363
	
2,245,324

	Corporate debt
	
6,630,636
	
25,159,072

	Foreign government debt
	
2,695,263
	
76,146,700

	Commingled equity trusts
	
175,528,064
	
140,255,715

	Fixed Index Fund
	
77,458,339
	
-

	Common Stock
	
15,227,942
	
10,829,377

	
	
295,505,270
	
284,232,990 

	Accrued interest and dividends
	
226,281
	
1,195,341

	Total Assets
	
295,731,551
	
285,428,331

	LIABILITIES
	
	

	Due to broker for securities purchased
	
80,211
	
17,596,478

	Provident Plan participants accounts
	
382,135
	
301,929

	Administrative expenses payable
	
117,686
	
165,381

	Total Liabilities
	
580,032
	
18,063,788

	NET ASSETS AVAILABLE FOR BENEFITS
	
$295,151,519
	
$267,364,543


See accompanying notes

ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND

STATEMENTS OF CHANGES IN NET ASSETS

AVAILABLE FOR PARTICIPANT BENEFITS
	
	Years ended December 31,


2003
2002

	Additions 
	
	

	Net appreciation in fair value of investments
	
$53,227,998
	
-

	Interest and dividends
	
1,390,068
	
$6,289,721

	Less investment expenses
	
(417,464)
-
	
(516,525)

	
	
54,200,602
	
5,773,196

	Contributions:
	
	

	Institutions
	
8,066,345
	
7,617,370

	Participants
	
4,033,175
	
3,810,198

	Participant payments for purchase of years of 
participation
	
527,722
	
1,341,984

	
	
12,627,242
	
12,769,552

	Total additions
	
66,827,844
	
18,542,748

	Deductions
	
	

	Payments to pensioners
	
4,696,558
	
4,375,567

	Liquidations paid to participants (or their beneficiaries)
	
33,681,674
	
32,600,011

	Interest credited to Provident Plan accounts
	
11,394
	
-

	Administrative expenses
	
651,242
	
633,674

	Net depreciation
	
-
	
33,667,287

	Total Deductions
	
39,040,868
	
71,276,539

	Net Increase (Decrease)
	
27,786,976
	
(52,733,791)

	NET ASSETS AVAILABLE FOR BENEFITS
	
	

	Beginning of year
	
267,364,543
	
320,098,334

	End of year
	
$295,151,519
	$267,364,543


See accompanying notes

ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003 AND 2002

1.
Description of Fund

The activity of the Organization of American States Retirement and Pension Fund (Fund) includes both the Retirement and Pension Plan (Plan) and the Provident Plan.  The following brief description of the Plan and the Provident Plan is provided for general information purposes only.  The Plan and Provident Plan documents should be consulted for detailed information.


General ‑ The Plan is a contributory retirement plan maintained for the benefit of all staff members of the Organization of American States (OAS) and other affiliated institutions. Compulsory contributions are shared two-thirds by the institution and one-third by the staff member.


The Provident Plan is a contributory savings plan established for the benefit of employees under short-term contracts.  Compulsory contributions by the employer and the participant are made in equal amounts, and the balances in the accounts are fully vested in the name of the participants.  The total of the accumulated funds in the Provident Plan participants’ accounts may only be withdrawn at the time of death, transfer to another qualified Plan, or separation.


Funding Policy - The Plan and the Provident Plan are funded by the General Secretariat, other affiliated institutions and compulsory participants’ contributions at fixed percentages of their annual pensionable remunerations. A portion of the income earned on the Fund’s investments is allocated semiannually to Plan and Provident Plan participants’ accounts at rates determined by the Retirement and Pension Fund Committee (Committee).  The remaining portion, if any, is retained in the Fund’s General Reserve for operational costs and to ensure the Fund’s sustainability.  Interests credited to participants’ accounts as determined by the Committee were 4.5% and 0% in 2003 and 2002, respectively.  Plan participants’ accumulated contributions were $87,994,120 and $92,568,780 at December 31, 2003 and 2002, respectively, including interest credited at rates determined by the Committee, compounded semiannually.

Benefits ‑ Amounts included in participants’ Plan accounts may only be withdrawn at the time of death or separation.  Participants leaving the Plan before mandatory retirement age are entitled to receive the amount of their personal credits (contributions plus interest) and a percentage of the institutional credit (employer’s contributions plus interest) based upon the vesting provisions of the Plan.


The vesting provisions provide that participants with less than four years of participation receive, in addition to 100% of their personal credits, 35% of the institutional credit.  Participants with four, but less than five, years of participation receive 40% of the institutional credit.  Participants receive an additional 20% of the institutional credit for each additional year in excess of four.  They are fully vested in their institutional credits after seven years of participation.


Minimum conditions for retirement are fifty-five years of age and fifteen years of participation in the Plan.  Upon retiring, participants in the Plan are entitled to pension payable for life with the option of taking up to 1/3 of the actuarial value of their pension in a one time lump-sum payment.  Participants who joined the Plan before January 1, 1982 may elect, instead of the preceding benefit, a life annuity based on the total sum standing to their credit in their accounts.  Alternatively, at their request, the Committee has the discretion to substitute some other form of benefit of equivalent value.


The Plan provides for minimum pension benefits.  The minimum life pension for a participant at age sixty-five, with not less than fifteen years of participation in the Plan, is an annual amount equal to 2% of the average annual pensionable remuneration for the thirty-six consecutive months of highest pensionable remuneration within the last five years of remunerated participation, multiplied by the number of years of participation up to a maximum of thirty, and 1 2/3% additional for every year of participation in excess of thirty but no more than forty.  


The same method is used to determine the amount of the voluntary retirement pension due to participants who elect that form of retirement which is applicable to participants fifty-five years of age or older, but less than sixty-five, whose years of participation and age, when added, total not less than eighty-five. Certain actuarial reductions are made for retirement of participants who do not satisfy either the conditions for compulsory retirement or the rule of 85. Cost-of-living adjustments to pensions are contemplated in the Plan.

Death Benefits ‑ Upon death of a pensioner (or a participant with not less than five years of participation who dies while in active service), the pensioner’s surviving spouse and minor or disabled children are entitled to a pension, as defined in the Plan.  When an active participant dies with less than five years of participation, the surviving spouse and the minor or disabled children, if any, receive the total of the accumulated funds in the participant’s account.  Also, for a participant who dies while in active service with no surviving spouse or children, the Plan authorizes payment of the respective personal credit with accrued interest to the designated beneficiaries.


Disability Benefits - Participants with five or more years of participation in the Plan, whose services are terminated because of physical or mental disability, receive annual disability benefits, in the form of a life pension, as defined in the Plan.  Participants who have less than five years of participation receive the total of the accumulated funds in their accounts.  A participant who joined the Plan before January 1, 1982 may elect to be covered instead by alternative provisions on disability retirement as defined in the Plan.

Fund termination – If the Fund is terminated, every participant, regardless of length of participation, is entitled to all the contributions credited to his or her account and the increment thereon.

Except to correct any actuarial errors, no part of the contribution to the Plan made by the General Secretariat of the OAS or any other affiliated institution, or of the increment thereon, shall revert to the general funds of the institution or be used for any other purpose than the exclusive benefit to the participants or their beneficiaries.

2.
Significant Accounting Policies

Basis of Accounting - The accompanying financial statements have been prepared on the accrual basis of accounting. Benefits are recorded when paid 


Investment Valuation and Income Recognition – Common stocks and debt securities are valued at fair market value measured by the quoted price of the active market on which the security is traded as of the latest trade date prior to year-end. Short-term investments are reported at cost, which approximates fair value.  Commingled equity trusts are valued by obtaining a price from their issuer.


Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the accrual basis. Dividends are recorded on the ex-dividend date.


Actuarial Present Value of Accumulated Plan Benefits - Accumulated plan benefits are those estimated future periodic payments, including lump sum distributions, that are attributable under the Plan’s provisions to the participants or their beneficiaries. Accumulated plan benefits include benefits expected to be paid to (a) retired or terminated employees or their beneficiaries, and (b) present employees or their beneficiaries.  The actuarial present value of accumulated plan benefits is determined by the consulting actuaries, Mellon Human Resources & Investor Solutions (Mellon Consultants, formerly known as Buck Consultants).


Use of Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes.  Actual results could differ from those estimates.


Reclassifications – Certain amounts in the 2002 financial statements have been reclassified to conform to the 2003 presentation.

3.
Investments

The Fund’s investment portfolio is managed by State Street Global Advisors; The Northern Trust Company; Barclays Global Investors; Deutsche Asset Management; Lord, Abbett & Co., and Graham, Mayo, Van Oterloo & Co, LLC (GMO), within the investment policy guidelines established by the Committee. The Committee also retains the firm Mellon Consultants as investment advisors.


State Street Global Advisors manages the domestic passive equity (large and medium capitalization) and the long-term passive bond portfolios. They also act as custodian for the former. Lord, Abbett & Co. manages the active small cap portion of the domestic equity portfolio. The Northern Trust Company manages and acts as the custodian for the short-term fixed-income investment portfolio. They also act as custodian for the active small cap domestic equity portfolio and the passive long-term fixed income portfolio. Deutsche Asset Management manages and acts as custodian for the active portion of the long-term bond portfolio.  Barclays Global Investors manages and acts as custodian of the passive international equity portfolio. GMO manages and acts as custodian for the active portion of the international equity portfolio.


Mellon Consultants, also performs the monitoring of the investment managers and investment returns to assure compliance with the Committee’s established policies.  Mellon Consultants also presents Quarterly reports to the Committee.


The fair value of individual investments that represent 5% or more of the Fund’s net assets are as follows:


December 31

	
	2003
	2002

	State Street Russell 1000 Fund
	
$122,051,127
	
$98,636,724

	EAFE (excluding Japan) Equity Index Fund
	
$33,372,546
	
$25,130,545





The classification of investments in terms of portfolios and financial instruments allows the matrix presentation that follows:

	PORTFOLIOS 2003

FINANCIAL CATEGORIES

SHORT TERM

 FIXED TERM

DOMESTIC

 EQUITIES 

INTL.

 EQUITY 

TOTAL

SHORT TERM INVESTMENTS


$4,687,972

$433

$380,259

-


$5,068,664

U.S. GOVERNMENT AND 
AGENCY ISSUES


12,896,363

-


12,896,363

CORPORATE BONDS


6,630,635

-


6,630,635

MISCELLANEOUS BONDS


2,695,263

-


2,695,263

FIXED INCOME INDEX

77,458,339

-


77,458,339

COMMINGLED EQUITY TRUST/


COMMON STOCK

137,279,069

53,476,937


190,756,006

TOTAL

$26,910,233

$77,458,772

$137,659,328

$53,476,937


$295,505,270

PORTFOLIOS 2002



	FINANCIAL CATEGORIES
	SHORT TERM
	  FIXED TERM
	DOMESTIC

EQUITIES
	INTL.

 EQUITY
	TOTAL

	SHORT TERM INVESTMENTS
	$11,477,364
	$17,627,148
	
$492,283
	
	
$29,596,795

	U.S. GOVERNMENT AND 
AGENCY ISSUES
	15,550,941
	42,096,725
	
	
	
57,647,666

	CORPORATE BONDS
	3,823,400
	26,263,677
	
	
	
30,087,077

	MISCELLANEOUS BONDS
	2,493,854
	13,322,499
	
	
	
15,816,353

	COMMINGLED EQUITY TRUST/


COMMON STOCK
	
	
	
109,466,100
	41,618,999
	
151,085,099

	TOTAL
	$33,345,559
	$99,310,049
	$109,958,383
	$41,618,999
	
$284,232,990



These tables facilitate the understanding of the composition and nature of the investment structure of the Fund.  Also, the listing of investment assets in the Statement of Net Assets available for Benefits follows the classification by financial instruments in full compliance with accounting principles generally accepted in the United States.


Net realized and unrealized depreciation for the years ended December 31, 2003 and 2002 is as follows:

	
	2003
	2002

	Fixed Income Index
	
$(757,822)
	
-

	U.S. Government backed  securities
	
(86,695)
	
$1,318,185

	Corporate debts
	
100,559
	
2,993,877

	Foreign government debt
	
(205,116)
	
(208,027)

	Commingled equity trusts
	
45,375,827
	
(35,239,575)

	Common stocks
	
8,801,245
	
(2,531,747)

	
	
$53,227,998
	
$(33,667,287)


4. Actuarial Present Value of Accumulated Plan Benefits

The following table shows the actuarial valuation of the Fund as of December 31, 2002 and the Actuarial Assumption for the Actuarial Valuation for 2003.  These assumptions are based on the presumption that the Plan will continue.  Were the Plan to terminate, different actuarial assumptions and other factors might be applicable in determining the actuarial present value of accumulated plan benefits.


December 31

	
	2003
	2002

	Mortality
	United Nations Mortality Tables

Male 1990, Female 1982
	United Nations Mortality Tables

Male 1990, Female 1982



	Retirement
	1.3% to 6.3% for ages 55-64 with 15 or more years of service

75% to 90% for ages 65-69 with 15 or more years of service
	1.3% to 6.3% for ages 55-64 with 15 or more years of service

75% for ages 65-69 with 15 or more years of service



	Interest
	8.5% of which 5.1 points assumed credited to participant account
	8.5% of which 5.1 points assumed credited to participant accounts



	Retirement Benefit

Election
	75% of participants who entered prior to 1/1/82 elect full commutation.

Remaining assumed to elect 1/3 commutation.

In all cases, the value of the benefit will not be less than the account balance
	75% of participants who entered prior to 1/1/82 elect full commutation.

Remaining assume to elect 1/3 commutation.

In all cases, the value of the benefit will not be less than the account balance



	Operational Costs
	0.4%
	0.4%




The actuarial present value of accumulated Plan benefits, and benefit information for December 31, 2003 and 2002 are shown in the following table:

	
	2003
	2002

	
	
(in thousands)

	Actuarial Present Value of Accumulated Plan Benefits


	

	Vested Benefits
	
$209,101
	
$206,542

	
Participants
	
	

	
Pensioners
	
50,487
	
45,265

	Total vested benefits
	
259,588
	
251,807

	Non vested benefits
	
13,895
	
13,759

	Total actuarial present value

of accumulated plan benefits
	
$273,483
	
$265,566


The reconciliation showed below sets forth the reasons for the increase in the total actuarial present value of accumulated Plan benefits at December 31, 2002 and 2002:

	
	2003
	2002

	
	
(in thousands)

	Total Actuarial Present Value of Accumulated

Plan Benefits at Beginning of the Year
	
$265,566
	
$310,162



	Increase (decrease) attributable to:


Interest earned on accumulated Plan benefits
	
20,924
	
24,797

	
Benefits paid
	
(38,806)
	
(36,860)

	
Benefits accumulated
	
25,799
	
(32,533)

	Total actuarial present value of Accumulated 

Plan benefits at end of the year
	
$273,483
	
$265,566


5. Money Market Account

The Fund has an operational money market account with Merrill Lynch from which liquidation and annuitant payments are made.  This account is considered to be part of the investment portfolio maintained by the Fund and is included as part of cash and cash equivalents when calculating the investment allocation in accordance with the investment policy guidelines established by the Committee. Money market account balances were $4,594,509 and $7,116,597 at December 31, 2003 and 2002, respectively.

6. Securities Lending

The Fund participates in a securities lending program administered by The Northern Trust Company (Northern). Certain securities of the Fund are loaned to participating brokers who provide collateral, in the form of cash, government securities, or irrevocable bank letters of agreement, valued at 102% of the market value of the securities on loan. The collateral is invested on behalf of the Fund and the associated investment income, net of the amount rebated to the borrower as a return on the collateral, is shared 60/40 and 50/50 between the Fund and Northern for government securities and corporate securities, respectively. The Fund and Northern have economic risk if the return earned on the invested collateral is less than the agreed rebate to the borrower. This risk is managed by investing the collateral in a pool of low risk, short term investment securities. The Fund retains ownership of the loaned securities and the right to recall them at any time. Accordingly, the loaned securities, which total approximately $12,569,295 as of December 31, 2003, are included in the net assets of the Fund at December 31, 2003.

7.
Income Tax Status of the Plan

As an international organization, the OAS is exempt from U.S. federal income taxes and such exemption applies to the Retirement and Pension Fund of the OAS.

� 	Of the "General Standards to Govern the Operations of the General Secretariat of the Organization of American States"


�	Includes accrued interest and dividends


� 	Includes the Short-Term Bond Portfolio


� 	Dividends are reinvested, reason why they are not reported separately


�, 6, y 7	No incluye el Plan de Previsión





